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COMM ERCE, DEPARTMENT OF
Thomas S. Watson, J r ,  CPA, h as  been ap po in ted  Chairman o f  th e  In d u s try  S e c to r
A dvisory Com m ittee fo r  Sm all and M in o rity  B usiness by Commerce S e c re ta ry
B a ld rig e  and U.S. T rade R ep re se n ta tiv e  Y e u tte r . The Committee a d v ise s  th e
U.S. S e c re ta ry  o f  Commerce, th e  U.S. Trade R ep rese n ta tiv e  and th e  U.S. Chamber o f  
Commerce's E xport P o lic y  Task Force. T his i s  a  reappo in tm en t fo r  Mr. Watson, who 
"has s e rv e d  on th e  C om m ittee  s in c e  1983; h i s  m o st r e c e n t  a p p o in tm e n t e x p i r e s  in  
March o f  1988. Mr. Watson i s  th e  Chairman and Managing P a r tn e r  o f  W atson, R ice & 
Co., a  n a t io n a l  f irm  w hich h as expanded in to  th e  in te r n a t io n a l  m arke tp lace . Mr. 
Watson founded th e  f irm  in  1971, and was chosen D.C. Advocate o f  th e  Year fo r  th e  
U.S. S m a ll B u s in e s s  A d m in is t r a t io n  in  1981. He a l s o  s e rv e d  a s  a  d e le g a te  t o  th e  
1980 W hite House C onference on Sm all B usiness and w i l l  p a r t i c ip a te  ag a in  in  th e  
1986 W hite  House S m a ll B u s in e s s  C o n fe re n ce  a s  th e  i s s u e  c o m m is s io n e r  f o r  
in te r n a t io n a l  tra d e . Mr. Watson h as been a  member o f  th e  AICPA s in c e  1972.
FARM CREDIT ADMINISTRATION
R eg u la tio n s  r e l a t i n g  to  c a p i t a l  adequacy and minimum c a p i t a l  fo r  Farm C re d it  System
i n s t i t u t i o n s  h a v e  r e c e n t l y  b een  p ro p o se d  by  th e  FCA (s e e  th e  7 /2 3 /8 6  Fed. Reg.,
pp. 26402-09). The p ro p o sa l seeks to :  e s ta b l i s h  c a p i t a l  req u irem en ts  based  on th e  
le v e l  o f  u n a llo c a te d  re ta in e d  ea rn in g s  o f  each system  i n s t i t u t i o n  a s  w e ll as  on 
th e  t o t a l  c a p i t a l  o f  system  i n s t i t u t i o n s  (in c lu d in g  u n a llo c a te d  re ta in e d  ea rn in g s , 
member in v e s te d  s to ck  and e q u i t ie s  a l lo c a te d  to  members). The a llow ance fo r  loan 
lo s se s  i s  n o t co n sid ered  c a p i t a l  fo r  e i th e r  o f  th e se  p ro p o sa ls . A d d itio n a lly , th e  
req u irem en ts  propose to  e s ta b l i s h  fo u r re g u la to ry  zones w hich app ly  to  each system  
i n s t i t u t i o n  based  on i t s  le v e l  o f  u n a llo c a te d  re ta in e d  ea rn in g  p e rcen tag e  a d ju s te d  
fo r  a  p e rcen tag e  o f  th e  amounts p a id  a s  assessm en ts  and th e  i n t e r e s t  expense t h a t  
i s  in c u r r e d  a s  a  r e s u l t  o f  p u rc h a s in g  th e  C a p i t a l  C o r p o r a t io n 's  s to c k  o r  d e b t  
o b lig a tio n s . These ad ju stm en ts  a re  n o t r e f le c te d  on th e  i n s t i t u t i o n 's  f in a n c ia l  
s t a t e m e n t s .  F u r th e r ,  e ac h  i n s t i t u t i o n  i s  r e q u i r e d  t o  c a l c u l a t e  i t s  a l l o c a t e d  
re ta in e d  ea rn in g s  p e rcen tag e  and t o t a l  c a p i t a l  p e rcen tag e  on a  m onthly b a s is  and, 
a d o p t a  f i n a n c i a l  p la n  and  c o n d u c t i t s  o p e r a t io n s  in  a c c o rd a n c e  w i th  t h a t  p la n .  
Comments a r e  r e q u e s te d  by  9 /2 2 /8 6 . F o r a d d i t i o n a l  in f o r m a t io n  c o n ta c t  G ary L. 
Norman a t  703/833-4020.
IN TERIOR, DEPARTMENT OF
R eg u la tio n s  t o  amend th e  e x is t in g  c o s t  recovery  p rocedures under th e  M ineral Leasing 
A ct have r e c e n t ly  been proposed by  th e  Bureau o f  Land Management (see  th e  7 /25 /86  
F ed . Reg., pp . 2 6 8 3 6 -4 4 ). U nder a  r u l i n g  by  th e  U.S. C o u rt o f  A p p ea ls  f o r  th e  
Tenth C ir c u i t ,  th e  D epartm ent o f  I n t e r io r  i s  re q u ire d  to  c o n s id e r c e r ta in  fa c to rs  
in  th e  F ed e ra l Land P o licy  and Management A ct in  e s ta b l is h in g  c o s ts  fo r  p ro cess in g  
r ig h t-o f-w a y  a p p lic a t io n s  and tem porary  use  p e rm its . The fa c to r s  to  be co n sidered  
a re : a c tu a l  c o s ts  (ex c lu siv e  o f  management overhead); th e  m onetary va lu e  o f  th e  
r i g h t s  o r  p r i v i l e g e s  s o u g h t b y  th e  a p p l i c a n t ;  t h e  e f f i c i e n c y  t o  g o v ern m en t 
p r o c e s s in g  in v o lv e d ;  t h a t  p o r t i o n  o f  th e  c o s t s  in c u r r e d  f o r  th e  b e n e f i t  o f  th e  
g e n e ra l p u b lic  i n t e r e s t s  r a th e r  th an  fo r  th e  e x c lu s iv e  b e n e f i t  o f  th e  a p p lic a n t; 
and, th e  p u b lic  s e rv ic e  p rov ided , a s  w e ll  a s  o th e r  f a c to r s  re le v a n t  to  d e te rm in in g  
th e  r e a s o n a b le n e s s  o f  c o s t s .  Comments a r e  r e q u e s te d  by  9 /2 3 /8 6 . F o r f u r t h e r  
in fo rm a tio n  c o n ta c t D a r re l l  Barnes a t  202/343-5441.
TREASURY, DEPARTMENT OF
" In s ta l lm e n t Method R eporting  by D ea le rs  in  P e rso n a l P ro perty"  and " In s ta l lm e n t Method
R eporting  by D eale rs  in  P e rso n a l P ro p erty ; Changes from  A ccrual to  In s ta l lm e n t
Method R eporting" a re  th e  t i t l e s  o f  two n o tic e s  o f  proposed ru lem aking  is su e d  by
th e  IRS ( s e e  th e  7 /2 8 /8 6  F ed . Reg., pp . 26903-09 and pp . 2 6 9 09-11 ). The f i r s t
p ro p o se d  r e g u l a t i o n  w ou ld  a f f e c t  a l l  d e a l e r s  i n  p e r s o n a l  p r o p e r ty  t h a t  r e p o r t  
income from  s a le s  on th e  in s ta l lm e n t  method and th e  second proposed r e g u la t io n  
w ould  a f f e c t  a l l  d e a l e r s  in  p e r s o n a l  p r o p e r ty  who w is h  t o  r e p o r t  i n s t a l l m e n t  
o b lig a t io n s  on th e  in s ta l lm e n t  method. Both proposed re g u la t io n s  would p ro v id e  
in fo rm a tio n  n ecessa ry  to  comply w ith  th e  In s ta l lm e n t  S a le s  R ev ision  A ct o f  1980. 
The p ro p o se d  e f f e c t i v e  d a te s  f o r  th e  r e g u l a t i o n s  a r e  1 0 /2 0 /8 0  and  1 0 /1 9 /8 0  
r e s p e c t iv e ly  and would be a p p lic a b le  to  ta x  y e a rs  ending on o r  a f t e r  th o se  d a te s . 
Comments and  r e q u e s t s  f o r  p u b l i c  h e a r in g s  on b o th  s e t s  o f  p ro p o se d  r e g u l a t i o n s  
m ust be  d e liv e re d  o r  m ailed  by  9 /26 /86  to  th e  Com m issioner o f  I n te r n a l  Revenue, 
A tte n tio n : CC:LR:T (LR-141-83), W ash ing ton , D.C. 20224. F o r  f u r t h e r  in f o r m a t io n  
c o n ta c t P a u le t te  Chernyshev a t  202/566-3288.
Bulk q u a n t i t i e s  o f  ta x  fo rms w i l l  no lo n g e r be p ro v id ed  t o  ta x  p r a c t i t io n e r s  by th e
IRS b e g in n in g  1 0 /1 /8 6  ( s e e  th e  7 /2 5 /8 6  Fed. R eg., p . 26787). P r a c t i t i o n e r  f i r m s
w i l l  be a b le  to  o b ta in  up to  15 f r e e  in fo rm a tio n  co p ies  o f  m ost ta x  form s, and up 
to  two f r e e  co p ies  o f  any in s t r u c t io n  o r  tax p ay e r in fo rm a tio n  p u b lic a t io n  (500 and 
900 s e r ie s  p u b lic a tio n s ) . The IRS w i l l  co n tin u e  t o  p ro v id e  one copy o f  ite m s  such 
a s  Package X, P u b lic a tio n  17 (Your F ed era l Income Tax), and P u b lic a tio n  334 (Tax 
Guide fo r  Sm all B usiness) to  in d iv id u a l p r a c t i t io n e r s .  R eproducib le p ro o f  co p ies  
o f  t a x  fo rm s  and  i n s t r u c t i o n s  w i l l  b e  a v a i l a b l e  f o r  $1 p e r  p ag e . The IRS w i l l  
c o n t in u e  t o  sen d  P u b l i c a t io n s  1045 t o  a l l  p r a c t i t i o n e r s  on t h e i r  m a i l in g  l i s t .  
For a d d i t io n a l  in fo rm a tio n  c o n ta c t th e  In v en to ry  Manager o f  P u b lish in g  S e rv ice s  
Branch, IRS, 1111 C o n s ti tu tio n  Avenue, N.W., Room 1528, W ashington, D.C. 20224.
WHITE HOUSE
Mary Lou Jessu p , CPA, h as been ap p o in ted  by P re s id e n t Reagan t o  se rv e  a s  a  d e le g a te  t o
th e  N a t io n a l  W h ite  H ouse C o n fe re n c e  on S m a ll  B u s in e s s .  M rs. J e s s u p  s a i d  th e
l i a b i l i t y  in su ran ce  c r i s i s  has been id e n t i f i e d  by m ost o f  th e  re g io n a l con fe ren ces  
a s  " th e  p r im a ry "  p ro b le m  c o n f r o n t in g  s m a l l  b u s in e s s  o w n e rs  and  t h a t  "h o u rs  o f  
c o n fe re n c e  tim e "  w ere  d e v o te d  t o  th e  i s s u e  n a t io n w id e .  She a l s o  named F e d e ra l  
a d m in is tr a t iv e  ru le s  and re g u la t io n s  and th e  com plex ity  o f  th e  F ed e ra l ta x  code as  
tw o  o t h e r  i s s u e s  o f  c o n c e rn  t o  s m a l l  b u s in e s s  o w n e rs . The e q u i ty  p a r t n e r  in  
J e s s u p  and  A s s o c ia te s ,  M rs. J e s s u p  h a s  a  p r a c t i c e  w h ich  c o n c e n t r a t e s  on s m a l l  
b u s in e s s  and ta x  m a tte rs . She i s  a  member o f  th e  Region 10 A dvisory Board fo r  th e  
Sm all B usiness A d m in is tra tio n , a  lo n g -tim e  member o f  th e  N a tio n a l F e d e ra tio n  o f  
In d e p e n d e n t B u s in e s s  and  w as named one o f  th e  to p  10 b u s in essw o m en  o f  t h e  y e a r  
n a t io n a l ly  in  1977 by th e  American Businesswomen's A sso c ia tio n . Mrs. Je s su p  has 
been a  member o f  th e  AICPA s in c e  1972.
SPECIAL: AICPA SAVINGS INSTI TUTIONS CONFERENCE ANNOUNCED
The AICPA's n in th  n a tio n a l  con ference  on Savings I n s t i t u t i o n s  w i l l  be h e ld  on 9 /1 0 -
1 2 /8 6  a t  t h e  S h e ra to n  W ashington  H o te l in  W ashington, D.C. The C onference i s
d e s ig n e d  t o  in c r e a s e  a w a re n e ss  o f  e m erg in g  a c c o u n tin g  and  a u d i t i n g  i s s u e s  f o r  
s a v in g s  i n s t i t u t i o n s  and  p ro v id e  u p d a te d  in f o r m a t io n  a b o u t c u r r e n t  r e g u la to r y  
m a t te r s  a f f e c t i n g  th e  o p e r a t io n s  o f  t h r i f t  i n s t i t u t i o n s .  The c o n fe re n c e  a g a in  
fe a tu re s  an o p tio n a l program  9 /10 /86  b e fo re  th e  tw o-day  conference  b eg in s  t o  g iv e  
p r a c t i t io n e r s  and e x ec u tiv e s  an o p p o rtu n ity  t o  s tu d y  key is s u e s  more tho ro u g h ly  in  
a  s m a lle r  group. T his y e a r 's  o p tio n a l program  w i l l  examine in  dep th  th e  fo llo w in g  
th re e  is su e s :  bank board a c t i v i t i e s ;  t h r i f t  ta x a t io n ;  m icrocom puter a p p lic a t io n s . 
Topics to  be add ressed  a t  th e  tw o-day conference  in c lu d e : C urren t A ccounting and 
A u d it in g  I s s u e s ;  Loan L oss R e se rv e s ; Use o f  A p p r a is a ls ;  S eco n d ary  M ark e t 
A c t i v i t i e s ;  Bank B oard U p d a te ; FASB and SEC A c t i v i t i e s ;  L e g i s l a t i v e  U p d a te ; Tax 
U p d a te ; and Im p le m e n tin g  th e  New C a p i t a l  R e q u ire m e n ts . A q u e s t io n  and  an sw e r 
s e s s io n  w i l l  a ls o  be conducted by  re p re s e n ta t iv e s  o f  th e  FASB and SEC. Speakers 
in c lu d e  re p re s e n ta t iv e s  from  in d u s try , p u b lic  accoun ting , re g u la to ry  ag en c ies , th e  
FASB, and  th e  U.S. C o n g re ss . Recommended CPE c r e d i t  i s  15 h o u rs  f o r  t h e  tw o -d a y  
program  and 4 h o u rs  fo r  th e  o p tio n a l program. For f u r th e r  in fo rm a tio n  c o n ta c t th e  
AICPA M eetings D epartm ent a t  212/575-6451.
SPECIAL: AMERICAN TORT REFORM ASSOCIATION ISSUES LIABILITY INSURANCE REPORT
The need fo r  l e g i s l a t i v e  re fo rm  o f  th e  t o r t  system  i s  th e  s u b je c t o f  a  r e p o r t  is su e d
b y  th e  A m erican  T o r t  R eform  A s s o c ia t io n  (ATRA) in  b e h a l f  o f  th e
a p p ro x im a te ly  140 o r g a n iz a t i o n s ,  in c lu d in g  th e  AICPA, w h ich  c o m p ris e  i t s  
m em bersh ip . The k ey  p r o p o s i t i o n s  upon w hich  th e  r e p o r t  i s  b a se d  a r e ;  1) A 
l i a b i l i t y  c r i s i s  e x i s t s  to d a y ; 2) The t o r t  sy s te m  i s  a  s i g n i f i c a n t  c a u se  o f  th e  
l i a b i l i t y  c r i s i s ;  3) The l i a b i l i t y  c r i s i s  i s  h a v in g  a  w id e sp re a d  im p a c t on 
s o c i e ty ;  4) L e g i s l a t i v e  re fo rm  o f  th e  t o r t  sy s te m  i s  n e c e s s a ry  t o  b a la n c e  th e  
l e g i t i m a t e ,  c o m p e tin g  c o n c e rn s ;  and  5) T o r t  re fo rm  i s  o n ly  one s o l u t i o n  t o  th e  
l i a b i l i t y  c r i s i s .  The r e p o r t  n o te s  t h a t  th e  t o r t  sy s te m , a s  a p p l i e d  b y  th e  
c o u r t s ,  h a s  d e p a r te d  from  th e  g o a l  o f  c o m p e n sa tin g  in d i v i d u a l s  i n j u r e d  by  th e  
f a u l t  o f  an o th er. The re p o r t  says, “W ith in  th e  c o n te x t o f  a d ju d ic a tin g  in d iv id u a l 
c la im s ,  c o u r t s  h av e  c o n s c io u s ly  o r  u n c o n s c io u s ly  made b ro a d  s o c i a l  p o l i c y  
judgm ents and have imposed a  form o f  s o c ia l  in su ran ce  upon d e fen d an ts  who a re  no t 
t o  b lam e  f o r  i n j u r i e s  b u t  who a r e  deem ed b y  th e  j u d i c i a r y  t o  be a b le  t o  pay  f o r  
them. Such judgm ents about com pensation should  be made, however, by  le g i s la tu r e s  
a t  th e  f e d e r a l ,  s t a t e  and l o c a l  l e v e l s . "  C o n ce rn in g  th e  need  f o r  l e g i s l a t i v e  
a c tio n , th e  r e p o r t  i d e n t i f i e s  th re e  a re a s  o f  d e s ir a b le  reform : " F ir s t ,  th e  judge- 
made law ...w hich h a s  weakened th e  concept o f  f a u l t  a s  th e  b a s is  fo r  l i a b i l i t y  in  
i n d i v i d u a l  c a s e s ,  sh o u ld  b e  c a r e f u l l y  exam ined  and  m o d if ie d  a s  a p p r o p r ia te .  
J u d i c i a l l y  d e v e lo p e d  d o c t r in e s  su ch  a s  expanded  j o i n t  and s e v e r a l  l i a b i l i t y ,  
expanded concep ts o f  du ty , e x ten s io n s  o f  s t r i c t  l i a b i l i t y ,  use o f  n a t io n a l  r a th e r  
th a n  l o c a l  s ta n d a r d s  o f  c o n d u c t r e g a r d in g  p r o f e s s i o n a l s , . . . l o o s e  s ta n d a r d s  o f  
c a u s a t io n  and  f o r e s e e a b i l i t y . . .  r e q u i r e  s y s te m a t i c  l e g i s l a t i v e  e x a m in a tio n ."  
R eg a rd in g  l i m i t s  on dam age a w a rd s , th e  r e p o r t  s t a t e s ,  "...A  seco n d  b ro a d  a r e a  o f  
t o r t  re fo rm  should  in c lu d e  a  s e r io u s  c o n s id e ra tio n  o f  s t a t u t e s  e s ta b l is h in g  e i th e r  
f ix e d  o r  p r o p o r t i o n a l  l i m i t s  on n o n -eco n o m ic  damages." And, f in a l ly ,  "...A th i r d  
a r e a  o f  t o r t  re fo rm  sh o u ld  be  d e v e lo p in g  e f f e c t i v e  m e asu re s  t o  d e t e r  f r i v o lo u s  
s u i t s  and  t o  l i m i t  c o n tin g e n c y  f e e s  t o  r e a s o n a b le  am o u n ts ."  The r e p o r t  a l s o  
d isc u sse s  th e  p re s e n t  t o r t  system , id e n t i fy in g  problem s w ith  th e  p re s e n t  system  
which p ro v id e  fo r  reco v ery  based  on f a u l t ,  and th e  im pact th e  l i a b i l i t y  c r i s i s  and 
th e  problem s w ith  th e  t o r t  system  a re  hav ing  on so c ie ty . Copies o f  th e  r e p o r t  a re  
a v a i l a b l e  w i th  a  p re p a y m e n t o f  $12.00 by w r i t i n g  t o  ATRA, 1015 1 5 th  S t . ,  N.W., 
S u ite  802, W ashington, D.C. 20006.
For further inform ation contact Shirley Hodgson a t 202/872-8190.
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